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REPORT OF THE BOARD

FINDINGS AND ORDER

1. Hearing Date and Place: This matter came on for final hearing
before the Vixginia Gas and Oil Board (hereafter "Board" ) at 9:00 a.m. on
October 16, 2001, Southwest Virginia Higher Education Center, campus of
Virginia Highlands Community College, Abingdon, Virginia.

2. ~ranaes: Mark Swartz, Beguire, of Swartz & Stumy, L.C.,
apyeared far the APpiicant and the Unit Oyerator. Sandra Riggs, Assistant
Attorney Qz(newel, was present to advise the Board.

gh t Qas in all coal seams below the Tiller Seam,
uding ))he Upper Seaboard, Greasy Creek, Middle Seaboard, Lower Seaboard,r Haxxm)(pea, Middle Horaeyen, Nar Creek, Lower Horseyen, Pocahantas No. 9,

as Na. 8, Pocahontas Mo. 7, Pocahontas Ne. 6, Pacahantas No. 5,
ahontas Ita. 4, Pocahontas Mo. 3, Pocahontas Na. 2 and various unnamed coal
ms, coe).beds and rock strata associated thex'ewith (hex'eafter "Subjecttmation") 'n Subject Drilling Unit underlyi and c rised of Sub ec

incl

PcCahast

ng omp jLands; (2) x'epresented it has given notice to those parties (hereaf ter
sometimes "person(s)" whether referring to individuals, corporations,

3. J@risdiction and Notice: Pursuant to Va. Code 55 45.1-361.1 et.
~se ., the Boafd finds that it has jurisdiction over the subject matter. Bases(
upon the evidence presented by Applicant, the Board also finds that the
Applicant has (1) exercised due diligence in conducting a search of the
rehsanably,avSilable sources to determine the identity and whexeabauts of gas
and oil awbers, coal owners, mineral owners and/or potential awners, i.e.,
persons idsIntified by Applicant as ha~ing ("Owner" ) or claiming ("Claimant" )the ri te to Coalbed We hans
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partnerships, associations, companies, businesses, trusts, joint ventures or
other legal entitiea) entitled by Va. Cods SS 45.1-361.19and 45.1-361.22, bo
nQtice of the Applioation filed herein; and (3) that the persons set forth inExhibit B-3 hereto are persons identified by Applicant through its duediligence Qhc may ba Owners or Claimants of Coalbed Methane Gas interests insubject Formation, in subject Drilling Unit undexlying and compxised cf80bj'ect Lande, who have not heretofore agreed to lease or se11 to the
Applicant and/or voluntarily pool their Gas interests. Conflicting Gas
owners/claimants in subject Drilling Unit are listed on Exhibit E. Fuxther,
the Board has caused notice of this hearing to be published as required by Va.
code Ann. 5 45.1-361.19.B.Nhereupon, the Board hereby finds that the noticeis
given heregn sati,sfy all statutory requirements, Board rule requirements and
the minimum standards of state due process.

4. Amendments: Mone.

5. Dismissals: Mone.

6. Relief Requested: Applicant requests (1) that pursuant to va. code
5 45.1-361.22, including the applicable portions of Va. Code 5 45.1-361,21.,
the Board spool all the rights, interests and estates in and to the Gas in
Subject Dxilling Unit, including the pooling of the interests of this
Applicant, the Unit Operator, and of the known and unknown persons named
Ex)hibit B-'3 hereto and that of their known and unknown heixs, executors:,
axkxinistra()ors, devisees, trustees, assigns and successors, both immediate and
remote, fcr the drilling and operation, including production, of Coalbel
Nethane Gas, produced from or allocated to the subject Drilling Unitestablish+ for the subject Formation underlying and comprised of the subject
Lends, (hxxyeafter sometimes collectively identified and referred to as "well
develepsmnt and/or, operation in the Subject Drilling Unxt"), and (2) that the
Board designate Consol Energy Inc. as Unit Operator.

7. Relief Granted: The Applicant's requested relief in this cause be
and hereby is granted: (1) Pursuant to Va. Code 5 45.1-361.21.c.3, consojl
Energy Inc, (herein "Operator" or "Unit Operator" ) is designated as Xhe Unit
Opexatox xu)xt)xorised to drill and operate Coalbed Methane Qas well(s) in theSubject Drilling Unit at the location depicted on the plat attached hereto asExhibit A, subject to the permit provisions ccmteined in va. code 5 45.1'-
361.27 et )m)5(.; to the oakwood Coalbs'd Wsthane Gas Field I order OQCB 3-90„
dated Nay 18, 1990, as amended; to 5 4 VAC 25-150 et ~se ., Gas and Oil
Regulationsx and to SS 4 VAC 25-160 et ssg., Virgin&a Qas and Oil Boar(i
Regulations, all as amended from time to time, and (2) all the interests andestates in and to the Gas in subject Drilling Unit, including that of the
Applicant, thlx Unit Operator, and of the known and ~ persons listed on
)bfhibit B-3, attached hereto and made a part hereof, and their known and
uxxknown helirs, executors, administrators, devisees, trustees, assigns andsuccessors, beth immediate and remote, be and hereby are pooled in the Subject
Formation i'n the subject Drilling Unit underlying and comprised of the subjectLands.
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All coal-
beds and
coal sxsuns
below the
Tiller
Seam, in-
cluding,
but not
limited to

Aypx axima-
tsly 80-

grilling
unit

rd, Qre8sy
CWeek, Hi+le
Seaboard, Lower
Seaboard, Upper
Harssyen, )I)fddle
Harssyen, War
cxeek, Low8r
Her aspen, Pocahon-
tas Nos. 9, 8, 7,
6c Sa 4, 3, 2 and
various unnamed
seams and associated
rack strata

Subject
Formation Unit Siss

Permit ted
Well Location(s)

Well CBW-ZZZ27
(herein "Nell" )
proposed to bs
located in Unit
ZZZ-27 at the
location de-
picted on the
plat attached
hereto as Rx-
hibit A to be
dzilled ta an
approximate
depth of
2,305.00 feet.

Pield and
Well Classification

Oakwood Caalbed
Gas Field I
for Caslbed methane
Qas Produced in
advance of mining
including Gas
from an Addition-
al Wells Autharixed
Pureusnt to Va.
Cede 8 45.1-361.20

Order
Number

OGCB-
3-90 as
amend-
edi
(herein
"Oakwood
I Field
Rules" )

Foz the Subject Drilling Unit
underlying and cesyrised of the subject

Land refsx'red to as:
Unxt Number zSZ-27

Buchanan County, Virginia

Purse)ent to the O~ I Field Rules, the Beard has adapted thj.
fallowing method fax'he calculation of production and revenue and allocation
of allowablle costs foz the production of caalbed Hethane Qas.

For Pxac well Qas. - Gas shall be produced from and allocated to only
the 80-acre dfiiling unit in which the Wells are located accarding to
the (uxctivlded interests of each owner/claimant within the unit, which
undivided interest shall be the ratio (ex(pressed as a percentage) that
the amount of mineral acreage within each separate tract that is within
the Subject Drilling Unit, when platted on the surface, bears to thetotal minexal acreage, when pl.atted on the surface, contained within the
entix)e 80-acre drilling unit in'he manner set forth in the Oakwood IField Rules.

named in ~fbi
the apezatgon 0
payment ~nell
the Unit Operat
foxth in ~
oyt ion ssl ctmd
address
recorded im the

t B-3 hereto does nat reach a voluntazy agreement to share inf the well located in the Subject Drill.ing Unit, at a rate of'
agreed to by said Gas owner ar claimant and the Applicant oror, then such person named may elect ene of the aptians set

sph 9 below and must give written notice af his election of the
under paragraph 9 to the desicpu1ted Unit oyexatar at the

below within thirty (30) days from the date this Order i8
county above named. A timely election shall be deemed to have

8. Rlection and Election Period: In the event any Owner oz claimant



been made if, on or befoxe the last day of said 30-day period, such electing
person has delivex'ed his written election to the designated Unit Operator mt
the addrem8 shown below or has duly postmarked and placed its written electic(n
in first glass United States mail, postage prepaid, addressed to the Uni't
Operator at the address shown below.

9. Election Ontions:

9.1 Option 1 - To Participate In The Development and oneration of the
DXilling Unit: Any Gss Ownei or Claimant named in Exhibit B-3 whb
dans not reach a voluntary agxeement with the Ayylicant or the Unitorator may elect to yarticiyats in the develoyment and oysration o[f
the Subject Drilling Unit (hereafter «Participating Operator") by
agreeing to pay the estimate of such Particiyating Operator's
pfoycrtionate part of the actual and reasonable costs of the
dave1eymcmt contemylated by this order for Gas produced ynrsuant tb
the oakwood I Pield )nile's, including 8 reasonable supervision fee, of

e well develoymamt and oyexation in the Subject Drilling Unit, as
xe particularly set forth in virginia Gas and oil Board Rm(tulatiob

4 VAC 25-150-100 (herein «Completed-for-Production Costs" ). Purther„
a particiyating operator afm'ees to pay the estimate of such
paxticiyating oyerator's proportionate part of the coayleted-for-
pxodaction cost as set forth below to the Unit operator witix[n forty-
five (45) days from tha later of the date of mailing ox the date of
recording of this order. Tha comyleted-for-production cost for thla
Subject Drilling Unit/is as follows:

Completed-for-Production Cost: $200,939.89

A participating Operator's yroyoxtionate cost hereunder shall be the
resu1't obtained by multiplying the particiyating Operators'Percent of
Unit" times the Completed-for-Production Cost set forth above. Prmvided„
however, that in the event a Participating Oyex'atox elects tb
yartiicipate and fails or refuses to pay the estimate of hi8
prcpdrticeate part of the caNgeted-for-Prc4uction cost as set forth
above, 811 within the time sst forth herein and in the manner prescribed
in paragxayh 8 of this oxder, then such particiy'sting oysretor shall ba
deaxm((d to have elected not to participate and to have elected
c nsation in lieu of particiyation pursuant to paragrmyh 9.2 herein.

9.2 option 2 - To Receive A cash Bonus consideration: In lieu of
yyrticipating in the well devel'nd oyermtion of subject
Drilling Unit under paragxayh 9.1 above, any Gas owner or claimant
naiasd in Exhibit B-3 hereto who does not reach a voluntarf
agresmsnt with the Applicant or Unit Oyerator may elect to accept
a cash bonus consideration of $1.00 per net mineral acre owned bj
such pennon, ~ing uyon entry of this Order and, continuing
annually until comammcsment of production fxom subject Dx'illing.
Unit, and thereafter a roya1ty of 1/8th of 8/Sths [twelve and one«
half percent (12.58)) of'he net proceeds received by the Unit
o))ermtor for the sale of the Coalbed )(ethane Gas produced fxem any
Nell development and oyeration covex'ed by this Order multiplied bpthat petson's Percent of Unit or proportional share of said
production [for purposes of this Order, net proceeds shall beactual proceeds received less post-px'oduction costs incurred
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downstream of the wellhead, including, but not limited ta,
gathering, compression, treating, transportation and marketingaasts, whether performed by Unit Opezator or a third pexsen) dsfaix, r0«sonable and equitable compensation to be paid to said eels
owner or claimant. The initial cash bonus shall become due and
awing when so elected and shall be tendered, paid ar escrowx)d
within sixty (60) days ef recording of this Order. ThsreaftexI,
annual cash beau«em, if any, shall become due and awing on each
amnivereaxy af the date of recording of this order in the evex(tproduct~ fram Sub)ect Dzi.lling Unit has not thex'etofax}e
eemmenced, and ones due, shall be tendered, paid or escrewxid
within Sixty (60) days of said annivexsaxy date. Once the initisll
cash boxes and the annual cash bonuses, if any, are so yaid or
««crowed, subgect to a final legal determination of ownership,
said payment(s) shall be satisfaction in full for the right,ihterests, and claims of such sleeting person in snd to the Qx(s

Landsproduced fram Subject Pox«ation in the Subject
hewever, for the 1/8th reyaltias due hereunder.

except,

Subject to a final legal determination of ownership, the election
made under this Paragraph 9.2, when so made, shall be satisfaction
in full for the right, interests, and claims of such electi+
person in any well develalssent and ay«ration covered hex'mby an'4
such electing per«an shall be deemed to and hereby does lease anIi
as«1gn, its right, interests, and claims in and to the Sa}x
produced fram subject Formation in the subject Dri.lling Unit te
the Apylicant.

4(aveleye)ea
9.1 shave

par
3(hhibit )3-
the Ayp(i
develops(en
basis (as
part of
Carried '

and ~tie« ef su)x)ect Drilling U'nit under yar~
and in lieu af receiving a cash bonus can«id«rat 1+

«graph 9.2 abave, any Qms Owner or claimant nmm«4 ih
3 hereto who doss not reach a voluntary «gree«sext wit)x

cant or (Axit Qyeretor may elect, to share ia the we/1t and operation in Subject Drilling Unit on a 'carri
a "carried well oyez«tor" ) so that tha ~ienath

the Completed-for-Production Cast hereby allec«bbs te sucg
well oyerator's interest is charged against such c«rrie5

well Operator's shar«of yxeduction fram sub)eat Drilling Unit,
such cax'ried well Qyeratar's rights, interests, and claixx9 in and
to the gas in sub/set Drilling Unit shall be des«md and ~ arlx
a«signe4 to the Ayylicant until the proceeds from the sale of suchcarried well Qyex«tor's shaxe of production from subject Drilling
Unit (exclusive of any royalty, ex(cess oz overriding royalty, ox.
othez nen-operating or non cost-bearing burden reserved in anylease, assignsmnt thereof or agre«mant relating thereto coverin(3
such interest) equals three hundred percent (300%} fer a lease(3interest or two hundred yercent (200\) for an unleased intexest
(whichever is apyliaable} of such carried well oysratar's share ofthe Carpi«ted-for-production Cast allocable to the intexest of
such Carried Well Operator. When the Applicant r~
recovers from such carried well ay«rater's assigned interest the
amounts provided for shave, then, the assigned interest of suchcarried well operator shall automatically revert back ta suchCarried Well Oyerator, an4 fram and af ter such reversism, sue(Carried Well Opexator shall be treated as if it had participated

9.3 . Qssixsx 3 — Ta share Za The Devel~ And oserat ion As A wont-
phrticdx}«time parson on A Carried 8«sis 3sxd Tb Recaivh
c(xmsfdhx'etiam 32x Mes. Qf cash: xa lieu of participating in thh
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initially under Paragraph 9.1 abave; and thereafter, suoh
participating person shall be charged with and shall pay hils
proyortionate part of all further costs of such well development
and operation.

Subject to a final legal dstezminatian of ownership, the election
made under this Paragraph 9.3, when so made, shall be satisfactian
in full for the rights, interests, and claims of such electirjg
person in any well develayment and operat.ion covered hereby Qd
such electing person shall be deemed to have and hereby deals
assign its rights, inter'eats, and claims in and to the Gss
produced from Sub)ect Farsation in the Subject Drilling Unit to
the Applicant for the period of time during which its interest is
carried as abave pxevidsd prior to its reversion back to suah
electing person.

not to yarticipate in the proyesed well devalopxmnt and ayezaticIn
Drilling Unit and shall be ~, subject to a final legal
n of ownership, to have elected to accept as satisfaction in ful'1

person ' zight, interests, and claims in and to the Gas tbh
en yrovi4ed in Paragraph 9.2 abave for which its interest cyszlifi+~ to have leased and/or assigned his right, interests, add
and to the Gas prociucad from Sub]act Formation in the Sukvjeckt to the Ayylicant. persons who fail to yxepsxly elect shall +ect to a final legal datexmination of ownership, to have acceptedtien an4 terms set forth herein at pax'agrayh 9.2 in satimfacti+
the right, interests, and claims of such yersen in and to the Gah

om the subject Formation underlying sub)act imnds.

have elected
of Subject
detexminat/o
far such
eansideratg
and shall Q
claims in
Drilling Uhi
4CIemed, sgg
the ao~
in full for
PWoduced fX

11. Default Bv Particinatin@ Person: In the event a persen named inExhibit B-3 elects to yaxticiyate under Paragraph 9.1, but fails or refuses tb
pay, to secure the payment or to make an erat with the Unit operatorfar the y4yment of such person's proportionate part of the Completed-far'-
Px'oductian 'Cost as set forth herein, all within the time and in the manner as
pxe ibad i thi O de h such shall be 4e med ha
his elacti
satisfactid
the Gas t
interest
Whereuyen,
election

Wn to participate and shall be ~ to have elected to accept aP
n in full far such parson's right, interest, and claims in and tb

he censideratian provided in Paragraph 9.2 above fox which hia
cy3alifies 4eyending on the excess burdens attached te such idtexest'.

axy cash bonus consideration due as a result of such deemedshall be tendered, paid or esczewed by Unit operator within onyhundred twcInty (120) days aftez the last day on which such defaulting persoQunder this l order should have paid his yreyoxtionate part of such cost oxshould have x4tde satisfactory arrests foz the yaymsnt thereof. when suchcash benus cansideraltion is paid ox eacrasad, it shall be satisfaction in fulifor the right, interests, and claims of such yex'son in and to the Gaa
undaxlying lsuhgect Drilling Unit in the subject Lands covered hexeby, except>
however, fir any royalties which wou1d became due pursuant to Paragraph 9.2
helreof .

10. Failure to propsrlv Elect: In the event a person nama4 in Exhibit'B-3 hereto does not reach a voluntary mszesmsnt with the Ayylicant or Unit
Operator ayd fails to elect within the time, in the manner an4 in ascezdancje
with the tTxmw of this order, one of the altexnatives set forth in paragraph '9
above for twhich his interest qualifies, then such person shall be ~ ta

12. Aasianment of Interest: In the event a person named in Exhibit B-
3 is unable te reach a voluntary agreement to share in the operatian of theWells contemplated by this Order at a rate of payment agreed to mutually by
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13 Uhit Ooexator (or Operator): Consol Ikwzxgy Inc. be and hereby is
dz)signated, aa Unit operator authorised to dz'ill and operate the well in
sub]ect FzIxm)ation in Subject Drilling Unit, all subject to the permit
pz'ovisions contained in Va. Code %% 45.1 361.27 et ~s., %% 4 VAC 25 150 ~oil Regulations; %% 4 vAc 25-160 et see(., vixginia Gas and oQ.

iona; the Oakwood Cealbsd (3as Field I Oxder O(3CS 3-90, all aiz
time to time, and all elections ra(%aired by this order shall bls
to Unit operator in writing at the address shown below:

~d fx(za
communicated

said owner er claimant and the Unit operator, and such person elects or fails
to elect to do other than participate under paragraph 9.1 above in thew wellldevel~8 snd opelration in subject Drilling Unit, then subject to a final
ldgal date)xmination of ownership, such person shall be deemed to have ax(d
shall have'ssigned unto Applicant such person's right, interests, amd claix(s
in and to lsaid Wells, and other shsxe in production to which such pmz'son 888y
be entitli()d by reason of any election or deemed election hereunder in
aocordancelwith the pzovisions of this Oxder governing said election.

Consol Snergy Inc.
p. o. Box 947
Bluefield, VA 24605
Phone: (540) 988-1016
Fax: (540) 988-1055
Attn: Leslie K. Arrington

15., Osaxmtor's Bien: Unit Operator, in addition to the other xighth
af foxdsd )88~, shall have a lien and a right of set off on the
estates, r)ghts, and interests owned by any pexmon subject hereto who elects
to participate under paragraph 9.1 in the subject Dxilling Unit to the szxtent
that costs incurzed in the drilling or operation on the Sdbject Drilling Unit

e agaiest such person's interest. Such liens and night of set
able as to each sepexate person and shall remain liens until

xator drilling or operating any of the wells has been paid the
due undmr the texms of this order.

axm c~l
off shall t)e
the Unit
full amounts

14. Ccmmencement of Onaxationa: Unit Operator shall cesmmnce oix
cause to epws(ance operations fox the drilling of the wall within sub)ect Unit
within sevdn hundzed thirty (730) days fxcm the date of this Oxdez amd shall(
prosecute i~ation of same with due diiigencm. If Unit opexator shall not
have so ccmmmnced and/or prosecuted, then, this order shall tersdmate, except
for any caiih sums then payable helix( otherwise, unless sooner texminsteI(
by this oxz)ar, of the Board at 12i00 p.m. on ths date on which the well covexeI3
by this oxide .is pexwmnently ~ned snd pi~. However, in thm event

1 is ltaken fz4/m this order, tsmn the tria between t'e filing of th(zition fOx ~1 and the final oxdex of the Circuit Court shall be exclude(8
in calcula((ing the two-yeaz peziod referred to herein.

16. Secrow Pxovisionsi

he provisions of paxegzaph 16.1 hereof; and, the Unit operator hah
to the Board that there are no conflicting claimants in subgeckt whose payments are subject to the provisions of pax'agxaph 16.%
afore, unless and until othexwise order'ed by the Board, thd Secxow
hz.xein dr any successor named by the Board is not be xmguixe8( te

escxow account for sub)act Drilling Unit, or to receive ani%
the Board pursuant to its a~t for the escx'owed fundi(i

subject to t
represent+
Drilling Uni
heixeof . Their
Agent
eekabl ish
account 'to

The Unit Operator represented to the Board that there are nb
unknown or uzzlocatat)le claimants in Sub]act Drilling Unit whose payments ara



800)( 539PIICE 387
hereafter described in Paragraphs 16.1 and 16.2:

First Union National Bank
Corporate Trust PA1328
123 South BToad Street
Philadelphia, PA 19109-1199
Telephone: (215) 985-3485 or (800) 665-9359
Attention: Don Ballinghoff

16.1. Escrow Provisions For Unknown or Unlocatable Persons: If any
payment of bonus, royalty payment or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be located or is unknown, then such cash bonus,
royalty payment, or other payment shall not be commingled with any
funds of the Unit Operator and, pursuant to Va. Code Ann. 5 45.1-
361.21.D, said sums shall be deposited by the Unit Operator into
the Escrow Account, commencimg within one hundred twenty (120)
days of recording of this Order, and continuing thereafter on a
monthly basis with each depo(sit to be made, by use of a report
format approved by the Inspector, by a date which is no later than
sixty (60) days after the last day of the month heing reported
and/or for which funds are heing deposited. Such funds shall be
held for the exclusive use of, and sole benefit of the person
entitled thereto until such funds can be paid to such person(s) or
until the Escrow Agent relinquishes such funds as required by law
or pursuant to Order of the Board in accordance with Va. Code 5
45.1-361.21.D.

16.2 Escrow Provisions For Conflicting Claimants: If any payment of
bonus, royalty payment, pr'oceeds in excess of ongoing operational
expanses, or other payment dQe and owing under this Order cannot
be made because the parson entitled thereto cannot be made certain
due to conflicting claims of ownership and/or a defect or cloud on
the title, then such cash bonus, royalty payment, proceeds in
excess of ongoing operational expenses, or other payment, together
with Participating Operator's Proportionate Costs paid to Operator
pursuant to Paragraph 9.1 hereof, if any, (1) shall not be
commingled with any funds of the Unit Operator; and (2) shall,
pursuant to Va. Code Ann. 55 45.1-361.22.A.2, 45.1-361.22.A.3 and
45.1-361.22.A.4, be deposited by the Unit Operator into the Escrow
Account within one hundred twenty (120) days of recording of this
Order, and continuing thereafter on a monthly basis with each
deposit to be made, by use of a report format approved by the
Inspector, by a date which is no later than sixty (60) days after
the last day of the month being reported and/or for which funds
are sub)ect to deposit. Such funds shall be held for the
exclusive use of, and sole benefit of, the person entitled thereto
until such funds can be paid to such person(s) or until the Escrow
Agent relinquishes such funds as required by law or pursuant to
Order of the Board.

17. Special Findings: The Board specifically and specially finds:

17.1. Applicant is a Virginia general partnership composed of Consol
Energy Inc, and Consolidation Coal Company. Applicant is duly
authorized and qualified to transact business in the Commonwealth of
Virginia;
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17.2. Consol Energy Inc. has accepted Applicant' delegation of
authority to explore, develop ahd maintain the properties and assets
of Applicant now owned or hereafter acquired, has agreed to explore,
develop and maintain the properties and assets of Applicant, and has
consented to serve as coalbed 34lathane Gas Unit operator for subject
Drilling Unit and to faithfully discharge the duties imposed upon it
as Unit Operator by statute and regulations;

17.3. Consol Bnergy Inc. is a Delaware corporation duly authorized to
transact business in the Consaonwealth of Virginia, is an operator in
the Commonwealth of Virginia, and has satisfied the Board's
requirements for operations in Virginia;

17.4. Applicant, Buchanan Productiqn Company, claims ownership of gas
leases, Coalbed Nethane Gas lee+a, and/or coal leases representing
72.2333 percent of the oil and gas interest/claims in and to Coalbed
Nethane Gas and 72.2333 percent of the coal interest/claims in and to
Cbalbed Nethane Gas in Subject Drilling Unit, and Applicant claims
the right to explore for, develop and produce Coalbed Nethane Gas
from Subject Formations in Oalnlood Unit Number ZZZ-27 in Buchanan
Ccunty, Vifginia, which Subject Lands are more particularly described
in Exhibit "A" t

17.5, Applicant proposes to drill one Well, Well CBN-ZZZ27, on the
Subject Drilling Unit to an estimated depth of 2,305.00 feet at the
location depicted on the plat attached hereto as Exhibit A to develop
the pool of Qas in Subject Formations;

17.6. The estimated total production from Subject Drilling Unit is 125
to 550 NNCF. The estimated amount of reserves from the Subject
Drilling Unit is 125 to 550 NNCFt

17.7, Set forth in Exhibit B-3 is the name and last known address of
each Owner or Claimant identified by the Applicant as having or
claiming an interest in the Coalbed Methane Qas in Subject Formation
in Subject Drilling Unit underlying and comprised of Subject Lands,
wbo has not, in writing, leased to the Applicant or the Unit Operator
or agreed to voluntarily pool hiS interests in Subject Drilling Unit
for its developmsmt. The interests of the Respondents listed in
EXhibit B-3 comprise 27.7667 percent of the oil and gas
idtarests/clainls in and to coalbeld Nethane Qas and 27.7667 percent of
the coal interests/claims in and to Coalbed Nethane Gas in Subject
Drilling Unit;

17.8. Applicant's evidence established that the fair, reasonable and
equitable compensation to be paid to any parson in lieu of the right
to participate in the Wells are those options provided in Paragraph 9
above;

17.9. The relief requested and granted is just and reasonable, is
sdpperted by substantial evidence and will afford each person listed
and named in Exhibit B-3 hereto the opportunity to recover or
receive, without unnecessary expense, such person's just and fair
share of the production from Subject Drilling Unit. The granting of
the Application and relief requested therein will ensure to the
extent possible the greatest ultimate recovery of Coalbed Nethane
Qas, prevent or assist in preventing the various types of waste
prohibited by statute and protect or assist in protecting the
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cbrrelativm rights of all persobs in the subject common sources of
sbpply in the subject Lands. Therefore, the Board is entering an
Order granting the relief herein set forth.

18. Nailing Of Order And Filin@ of Affidavit: Applicant or its
Attorney shall file'n affidavit with ths Secretary of the Board within sixty
(60) days 'after the date of recording of this Order stating that a true andcorrect copy of said Ordei was mailed wi(:hin seven (7) days from the date ofits recei@ to each Respondent named in Exhibit B-3 pooled by this order and
whose addr(ass is known.

19. Availability of Unit Records: The Direct hall rovide allor s psubject to a lease with reasonable access to all records for'lling Unit which are submitted by the Unit Operator to said
d/or his Inspector(s).

persons not
Subject D&1
Director ap

21. Appeals: Appeals of this Order are governed by the provisions of
Va. Code Ann. S 45.1-361.9 which provideS that any order or decision of the
Board may be appealed to the appropriate circuit court.

22. Effective Date: This Order shall be effective on the date of its
execution.

DONE AND EXECUTED this gP day of January, 2002, by a majority of the
virginia Gas and Oil Board.

20. Conclusion: Therefore, the requested relief and all terms and
provisions se't forth above be and hereby are granted and IT IS SO ORDERED.

C)SIErman, 5+By R. NeayRler

DONE AND PERFORNED this ~ day of January, 2002, by Order of thisBoard.

B. M NiIson
Acting, Principal Executive To The Staff
Virginia Gas and Oil Board

10



STATE OF VIRGINIA )
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COUNT% OF WISE )

Acknowledged on this ~ day of January, 2002, personally before me
a notary ipuhlic in and for the Commonwealth of Virginia, appeared Benny
Wampler, ging duly sworn did depose and say that he is Chairman of the
Virginia Qias and Oil Board, that he executed the same and was authorised to do

Susan Q. Garrett
Notary Public

Ny commission expires July 31, 2002

STATS OF V/RQXNIA )
COUNTT OF WASNINQTON )

A ledged on this A~ day of January, 2002, personally before me a
notary public in and for the Commonwealth of Virginia, appeared B. R. Wilson,
being duly, sworn did depose and say that he is Acting Principal Executive to
the Staff of the virginia Gas and oil Board, that he executed the same and was

Diane J. Davis/
Notary Public

Ny commission expires September 30, 2005

11
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VIRGBHA: In the Cleyk's Dffice of the 'rcuit Court of Buchanan County. The foregoing instrument

admitted to rkcord ~ ~ day of ~It fleet 20A~ a7&.VP M
Deed Book No. ~ and lrage N KO. ~ J Se, Jr., Clerk
Returned this date toM'M/ A~ AC'LlfS Jail :f/TJ t / JIR0 puty Clerk
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